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THE INDUSTRIAL PROBLEM 

BY ANDREW CARNEGIE 



The press is filled with disquisitions upon the Sherman 
Law — Competition vs. Co-operation; Combination, Regu- 
lation, and so forth, in the industrial world. 

We assume the following as indisputable: 

First. The cheapest mode of production of articles in 
general use is best for the nation as a whole. 

Second. Enormous works and immense aggregations of 
capital are indispensable, since production must be conduct- 
ed upon a large scale ; the larger the product, the more eco- 
nomical, the less the general expenses and many other items 
of cost ; these divided by a thousand tons or a hundred thou- 
sand tons yearly product, by ten thousand tons or a million, 
make the difference between higher and lower prices for 
the producer, and hence should do so for the consumer. 
Very small product does not justify the enormously expen- 
sive but most economical machinery and organization. 

Third. Granted combination, there must be regulation, 
and as no judge the world over is allowed to sit in judg- 
ment in a case in which he is personally interested, so no 
producer can be judge of prices. 

Fourth. It follows that an Industrial Court must be form- 
ed which shall fix maximum prices, that the consumer may 
be protected against extortion. 

Fifth. Since interests of producer and consumer differ, 
one benefited by low prices, the other by high, the Court 
should aim to decide justly, giving capital and ability lib- 
eral compensation that these may be tempted to develop 
production and continue therein, always improving in 
methods. The laborer is worthy of his hire; so is the capi- 
talist, the support of both being necessary for the welfare 
and progress of the race. 

Sixth. In fixing maximum rates, the Court should be 
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guided by the average cost of production in manufacturing 
plants properly constructed and well-managed. These costs 
will differ, but when a fair profit is added to cost there will 
remain at least a part of this profit more or less for works 
as these approach the standard of production. Works which 
do not should suffer the consequences of failure to keep 
abreast of the times. Should there be either unfit works 
or mismanagement, or both, and these usually go together, 
much better for the industry, and as a rule for the owners 
as well, that their works should pass into other hands. No 
permissible prices will save mismanagement. 

Seventh. There is nothing revolutionary in creating an 
Industrial Court. We have the Interstate Commission which 
fixes railway rates, and the Court of Commerce, its court 
of appeal. The greatest of all organizations, the Pennsylva- 
nia Railroad, appealed recently to the former for permission 
to advance a rate and was denied. It sought no appeal, thus 
setting a good example to others. To-day the Court of Com- 
merce is hearing an appeal from a decision of the Interstate 
Commerce Commission respecting railway rates. 

The industrial world never saw such demoralization in 
rates as prevailed in the railway service when the writer 
entered the field. He has known of flour shipped from 
Pittsburg to Cincinnati by river over five hundred miles, 
and then by railroad to New York, passing through the 
streets of Pittsburg, for less than the Pennsylvania Rail- 
road would carry it from Pittsburg direct to New York. 
Just and uniform rates have been evolved, and peace reigns 
in rail transportation simply by the rulings of a national 
authority. Pew advances made in recent times will rank 
in history with the founding of these two courts. The ques- 
tion of the tariff is to find satisfactory solution through 
the commission created by President Taft, now investigating 
costs of manufactured articles. The reign of law is already 
established over National Banks. We have only to extend 
it over the industrial domain. 

The President's attitude was clearly shown at Columbus 
in 1907. He said: 

"I am inclined to an opinion that the time is near at hand for an 
amendment of the anti-trust law defining in more detail the evils against 
which it is aimed, making clearer the distinction between lawful agree- 
ments reasonably restraining trade and those which are pernicious in 
their effect, and particularly denouncing the various devices for monop- 
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olizing trade which prosecutions and investigations have shown to be 
used in actual practice. The decisions of the courts and the experience 
of the Executive and prosecuting- officers make the framing of such a 
statute possible. It would have the good effect of making much clearer 
to those business men who would obey the law the methods to be avoided." 

To-day he favors a Federal Incorporation Act supplement- 
ing the Sherman Law. The writer believes that he will 
finally be led to favor an Industrial Court charged with 
enforcing fair prices and preventing extortion as the only 
effective remedy. 

On November 13th we had in the press Mr. Untermeyer, 
a notable acquisition, advocating "an industrial commission 
of seven members appointed by the President with the ad- 
vice of the Senate, with similar powers to the present In- 
terstate Commission. Its decisions to be subject to appeal 
to the Commerce Commission." The writer was forced to 
this conclusion years ago, as he believes others must be 
who, like Mr. Untermeyer, make a study of the problem. 

Recent cables announce that the French Government has 
introduced a measure intended " to prevent speculation in 
provisions or any kind of merchandise by making it a 
crime " — another proof of the necessity which has arisen 
in our day for preventing extortionate prices. We are not 
alone; look where we may, the problem now is how to secure 
fair and reasonable prices to the consumer in spite of com- 
bination or monopoly. 

It is believed by some that monopoly depends upon " the 
proportion of control obtained," which as able a newspaper 
as the New York Times* editorially sustains; therefore " a 
license " is to be required of Interstate Corporations when 
they secure a certain proportion of the trade. The truth 
is that the proportion of the trade which any concern may 
gain is immaterial. The small and the great producers have 
a common interest and will be found in the future, as they 
have been in the past, cordially co-operating to the common 
end, that of promptly exacting from the consumer higher 
prices than an Industrial Court would be likely to sanction. 
It is not the leading member of any branch of industry 
which as a rule will give the most trouble to the Court, 
but the numerous small concerns to which immediate gain 
seems all-important. The great corporation with a long 
future before it is able to take wide and long views and 
* Sunday, November 12, 1911. 
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plan for permanent results. It has to regard and defer 
to public opinion. The eye of the nation is upon it alone 
and never upon its obscure associates. It has to bear the 
responsibility of action taken. The Standard Oil Company, 
the Harvester Trust, the Tobacco Trust, the United States 
Steel Corporation, are all proofs of this. 

Every member of any industry, large or small, should 
therefore be placed upon the same footing and subjected to 
the same laws. If it ever became a disadvantage to belong 
to the leading concern, because of its being differentiated 
from the others, there could easily be such transfer of shares 
among the principal shareholders of the various companies 
whereby the real leaders would still control policy, and in 
every successful corporation there are such who march to 
the front through merit. Co-operation between various com- 
panies engaged in any industry is difficult to prevent or 
control; hence the necessity of keeping every member un- 
der the same rules and subject to the decisions of the same 
Court. If no producer can hereafter obtain more than fair 
and reasonable prices from the consumer, the relations be- 
tween the producers themselves need no longer give the 
public much concern. Nothing they can possibly do can 
enable them to extort unfair prices, all accounts bearing 
upon cost being open to the Court. The leaders can be 
safely trusted to produce correct returns and to obey the 
laws in every particular. 

It is not destructive but constructive legislation that is 
needed; not primarily the punishment of producers, many 
of whom have been guiltless of intention to break a law 
which has only been recently interpreted by the Supreme 
Court and is not yet quite clearly defined. 

Of course the President must do his duty. He has no al- 
ternative. The law must be enforced, but we may rest 
assured from his moderation as a man, and experience as 
a judge, that he will prove most solicitous to disturb ex- 
isting conditions just as little as possible in bringing them 
into harmony with the law as it at present prevails, or as 
it may be hereafter clearly established. That there will 
be needful and clearer definitions from time to time to meet 
new conditions is certain, but that is Evolution, not Revo- 
lution. Industry would make no progress otherwise, and 
even courts, like all other human creations, must march 
with the times. 
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In this march upward we shall not be disappointed in 
having in due time the cordial co-operation of the industrial 
world as a whole, no branch of which can expect to be per- 
mitted to fix or maintain arbitrary prices for its products, 
or all its members to concur in " understandings " which 
create a practical monopoly in restraint of trade and there- 
by produce results contrary to law. 

Judge Gary, Chairman of the Steel Corporation, occupies 
an advanced position in this matter. His testimony* shows 
this — " I believe we must come to enforced publicity 
and governmental control." In answer to Committeeman 
Young's question, " You mean governmental control of 
prices?" Mr. Gary replied, "I do; even as to prices. ..." 
Asked by Committeeman Littleton, ' ' Is it your position that 
co-operation is found to take the place of competition?" 
Mr. Gary answered, " It is my position." And to Mr. Lit- 
tleton's query, " And that co-operation therefore requires 
strict governmental supervision?" Judge Gary responded, 
" That is a very good statement of the case. I believe 
that thoroughly." On page 249 of the same report, in reply 
to a question in regard to controlling prices, he adds, " If 
I were to be more practical in any suggestion I made, or 
if I should suggest an alternative for an absolute fixing of 
prices by the Government, I would suggest that possibly 
there might be a Federal license law." Here the Judge is 
in accord with President Taft. There is no objection to 
such license, but the root of the problem lies in the fixing 
of maximum prices. In all this Judge Gary occupies, in the 
opinion of the writer, an unassailable position. 

On the other hand, the precious example of the United 
States Steel Corporation, under the direction of Judge 
Gary, in offering advantageous terms upon which its work- 
men can become shareholders, of which they have availed 
themselves so freely ; in providing eight millions of dollars 
as a pension fund for its employees and uniting it with the 
four millions given by the writer upon his retirement from 
business, for a relief and pension fund for workmen in the 
Carnegie Works, and its generous treatment of men in- 
jured, are gratifying proofs that Labor and Capital are 
drawing closer together. This most desirable feature must 
not be overlooked. Instead of a few partners under the 

*Page 79, Hearing No. 3 before the Committee on Investigation of 
United States Steel Corporation. 
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old system, we have in one company the cheering spectacle 
of more than a hundred thousand shareholders, and no less 
than thirty thousand of these employees. Judge Gary and 
Mr. Perkins are to rank as the great pioneers in this nohle 
advance. It is advisable that in our day at least workmen 
shareholders should be guaranteed against actual loss 
upon their shares as small homesteads are exempt from 
mortgages. 

It is to this feature I wish especially to call attention, 
as it contains, in my opinion, the germ of the future peace- 
ful consolidation, through partnership, of Labor and Capi- 
tal. Many a time since the writer's retirement from busi- 
ness he has felt that if he were induced to return thereto, 
his chief aim would be to address many thousands of work- 
men as "fellow-shareholders." He envies Judge Gary, 
chairman of the Steel Company, who has this privilege to- 
day. The Harvester Company has been another pioneer 
in this beneficent movement, and to-day we hear of it cre- 
ating a large pension fund for employees. The work goes 
bravely on. Capital is steadily awakening to a keener 
sense of its responsibilities to Labor, and Labor's hearty 
response will soon be seen in closer relations with employ- 
ers than ever before. "We may expect a great and con- 
tinual advance in this direction, for it is not only just, it 
will prove highly profitable to both parties. Capital, Labor, 
Ability, constitute a three-legged stool, each member indis- 
pensable ; neither first, second, nor third, but all equal. 

The Sherman Law was passed twenty-odd years ago, and 
until recently has lain practically unsheathed in its rusty 
scabbard as far as industrialism is concerned. 

The dissolution of the two " monopolies " which has been 
ordered has met with general approval because of certain 
features common in the past, but which our age has out- 
grown. Some of the means taken to create and maintain 
combination or " monopoly " no longer meet either ap- 
proval or toleration. These are hereafter to be rendered 
impossible; so far so good. Another prosecution, that 
against the United States Steel Corporation, has recently 
been ordered by the President in strict accordance with his 
sense of duty, and the Supreme Court is probably to pass 
upon that. If so, until a decision is rendered years hence, 
the country must await judgment and the corporation re- 
main in suspense. This is indeed unfortunate. It would 
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seem that an early conference between the company and 
the proper governmental authority might result in a mu- 
tually satisfactory arrangement. The Attorney-General is 
now engaged framing rules for two of the companies re- 
cently ordered to dissolve. Since this article was written, 
we learn that rules for one of these companies have been 
agreed to and approved by the Court. Perhaps he could 
devise or accept a plan under which the Steel Company 
might operate freely under the law. That it desires to com- 
ply with the law and must comply with it is certain. Con- 
ference might, therefore, in this case be successful, and 
terms agreed upon between it and the Government as sub- 
stantially in accordance with the Supreme Court decision, 
thus freeing the company and the country from years of 
doubt and hesitation. 

Meanwhile it behooves us to keep quiet minds on the 
subject. The Republic has triumphed over all difficulties 
in the past and will easily triumph over this, which is really 
not alarming. An Industrial Court passing upon fair prices, 
as the Interstate Commission passes upon railway rates, 
is all we need. We are soon to look upon the coming change 
in laws regulating industrialism as desirable, rejoicing that 
it brings better security of fair and deserved returns, al- 
though no longer monopolistic prices, to the producer, fairer 
prices to the consumer, and closer and more friendly rela- 
tions between employer and employed than ever existed 
before, and especially welcome for the introduction of the 
germ which is destined to prove the best possible solution of 
the problem of Capital and Labor, Workmen Shareholders, 
no Union comparable to this union of employer and em- 
ployed. Let us get Capital and Labor into the same boat, 
rowing together, and all will be well, and we shall have made 
another great step forward in obedience to the eternal law 
of progress which insures the continual ascent of man 
by a law of his being to higher and higher stages of devel- 
opment on earth toward perfection. 

Andbew Cabnegib. 



